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EpMUND G. BROWH IR
Attorney General of Califernia
SaraJt. DRare
Acting Senior Assistant Attorney General
T. MICHELLE LAIRD
Deputy Altorney General
State Bar Mo. 162979
110 West A Street, Suite 1100
San Diego, CA 92101
P,0. Box 83266
San Diego, CA 92186-5266
Telephone: (519) 645-2323
Fux: (619) 645-2012
E-mail Michelleairdiidoico.gev
Attorneys jor Complainan
Jacob A Avpelsmith, Chiaf of the

- Bureau of Gambling-Control

BEFORE THE
CALIFORNIA GAMBLING CONTROL COMMISBION

' STATE OF CALFPORNIA

In The Mamer of the Swement of lssues
Agalnst:

KEVIN FREELS AND NEW GAMING
SYSTEMS, INC.,

Respondents,

H

OAH Case No. 2009690804

BGC Case No, BGL0IS00!1

 STEPULATED SETTLEMENT,
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IT IS HEREBY STIPULATED AND AGREED by and between the parties to the above-
entitled proceeding that the foliowing matters are irae:

PARTIES

1, laceb A, Appelsmith (Complainan) is the Chief of the Bureau of Gambling Control,
Califo.rnia ‘Ijepammen1 of Justice (Bursau).' He brought this action solely in his 6;fﬁcial capacity
and is represented .i'n this matter by T. Michelle Laird, Deputy Attorney General.

2. Kevin Frecls émd Now Guming Jystems, Inc. (Respondens) are represenied by
Attorney John P. Panneton. 843 University Ave., Sacramento, Calii'omia, $5825, welephone (916)
921-9890. - _ - ;

-

3. Respondent Freels, principal ownet and President of Respondent New Gaming

Systems, Inc., submitied an application for & finding of suiability as & Garmning Resource Supplier 1

i . s - . . . ! - 2
- 1o the Division of Gambling Corntrol (now Buzeau) on or about January 24, 2001° Thereafier, the |

Bursau recornmc:n&ed to the Gambling Comrs! Commission (Commission) that Respondents’
application be denied. Respondents requested an evidentiary hearing before the Commnission and,
on November 3, 2003, the matter was referred by the Commission to the Office of Administrative
Hearings for an evidentiary hearing hefore an Administrative Law Judge. .
JURISDICTIGN

4. Sratement of Issues No, DOCOT3001 was fited before the Conzmission or or about
'Jh,nf: 28, '.7;4'10'7,, and-is currently pending ag&in_st Respcznc.iﬁms. The Statement of Issues and all i
other statutorily required documents were properly served on Reéponde:nts‘rm July 27, 2007,
Respondents :imely filed a Notice of Defense contesting the allegations in the Stuement of
Issues. A copy.-of Statemes bf Issues No. DGCO15001 is attached as exhibit A and is
incerporated herein by refesence.

5. The parties agree that the Cormission has jusisdiction over this matter and has

authority to approve this Stipulsted Settlement, Decision and Order (Stipulation).

! Taceb A. Appelsmith is substituted as the Complainant for Robert F, ILytle, Ir., Director
of the former Division of Gambling Control. 5

Y Al further references are'to the Buresu, regardless of whether it was called the Bureau
or te Division during the relevant time. '

Sripulated Settlement. Desision and Order (DGCO13001}
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CONTINGENCY
6.  This Stipulation is subject to final approval by the C Commission. This Stipulation
shall be submitted by the Bureau 10 the Commls».slon for approval at a noticed Commission

meeting. Peswondents understand and agree that Re»ponduntq ay not withdraw this agreement

or seek to rescind this Stipulation prior 10 the time the Commission considers and acts upon i, If
the Commission fails 1o adopr this Stipulation as its desision and order, this Stipulation shall be of
no foree or effect, except that Complainant and Respondents agr.ee- that this Stipulation shall he
inadmissiblz in any Jegal action between the partiss or for a.ny purpose, and that the Commission
shall not be disqualified From further action by having considered this matter,

7. If the-Commission rejects this Stipulation as izs decision and order, and no amended

agreement or settlement is reached before two additional regularly noticed Commission meetings

have concluded or sixty duys have g apse d, whichever is later, the Bureau shall request the
schéduling of a formal evidentiary heering of‘ %taﬁ:mzm of Issues 3\0 DGCO13601 before an
Administrative Law Judge from the Office nf Aamxmsmnv Hearings.
ADVI&E‘N’ET\T ANB WAIVERS
8. Rsespondentshave care*‘uh) read, dJucussed with munsez, avd m}lv undcrsmnd the

zliegations and Causes for Dr'-ma] i Statement of lssses Wo. DGCO1 5001, Respondents have

atso carefully read, discussed with counsel, and fully understand the offects of this Stipulation. |

8. Respondents are ﬁJ]}y aware of their legal rights in this matter, imcluding the right 10
an sdministrative evidenfiary hearing on the allegations and Causes f for Denial in the Statoment of
Issues; the right 1o coanﬁ'cmi and cross-examing witnesses; the right to present evidence and to g
testify; the right o the issuance of subpoenas to compel iﬁe attendance of witnesses and the l
production of documenits; the right to reconsideration and court review of an adverse decision; !
and all other rights accorded by the California —‘xdmmvsfr ive Procedure Act and other applicable
taws,

10, Respondents, in somsuﬁtﬂtion x;.!ith their atlorney, voluntatly, knowingly; and
inwelligently waive and give up each and cvery right set forth in pare greph 9, above, with respect
1o this matter, and give up any tight 10 challenge by way of hearing the allegations and Causes for '

3 vy
ik

Sripulated Settiement, Decision and Order (B3COT1500 1)
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Denial in Statement of Issues No. DGCO15001, with respect to this matter, and 10 chaileﬁgu or
sollaterally auack the terms of this Sripulation.

11 Rcsmndcﬁts agree thax counse! for the Bureau and the staff of the Bureau may
comrunicute directly with Commission staff regarding this Stipulation, withow notice W, or

marticipation by, Respondents or thelr counsel. prior to-the Commission's consideration ol this
! P Y ¥ !

prohibited ex parte communication.
ADMISSIONS
12, The admissions made by Respondents hefein are only for the purposes of this
proceeding, or any other proceedings in which the Bureau or the Commission is i.n\folch, and

shall not be admissible in any other criminal or ¢l vi) proceeding. Respondents hereby make the

“following admissions:

a In 2005, Respondent Freels wés rowvicted of :nisdenwa;nof irespass nnd-var&aﬁsm
i connection with a domestic matier.

b, Between 1999 and 2004, the Netional Indian Gaming Commission (NIGC) issued
& single Notice of Viokation sach to the Choctaw Mation of Okléhoma, the Abseniee Shawnee
Trive of Olahoma and the Coyote Valley Band of Pomo Indians of California for operating ciass

[Tl gaming devices in the absence of atribal-state corapact, These Notices of Viclation were

1 based, i part, on the operation of devices provided to those tribes by catd ties of which

Respondent Freels was & principal. Respondent Freels contends the devices provided to each of

the tibes were class 1T deviees and the Bureau contends they were chass 111 devices.

. ¢. In 2001, Respondent Freels failed to incliade on the “pusiness information” section

of his application for a finding of suitability submitted to the Bureau that he held a business
interost in Capital Sweepstakes, Inc,

d, In 2000, Respondent Treels failed 1o include on his vendor license application to

the Viejas Tribal Gaming Commission certain ‘business relationships with other tribss and 2 1994

civil action involving Respondents, as detailed on page 11, lines 11 throwegh 24 of the Swalement
of Issues,

£ N
N : i

i Supulation at a noticed Commission megting, and hat no such commuaications shall be deemed a:

t

'

Stipuiated Serlemant, Decision and Order (DGCHLSHN) ;
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¢. In 1999, -Respnhdcml‘éew G@ning Sy:stmﬁs, Inc., an entity of which Respondem
Freels was o principal, supplied gambling devices and related services 1o the St. Regis h!i(:.hﬂ\:v‘k.
Tribe of Mew York without first ob;aiﬁing 8 valid t'egiétra’ticm from the New York State Heensing
Board, as detailed onpage 12, lines 3 through 13 of the Stalement of [ssues, Respondent Freels |
contends a ternporary registration had besn issued pelore g LumhimL devices were instalied.

£ In 1999, (,aplml %\mepsml\cz, {nc., an entity in which Respondent Freels held a

* business intersst, possessed ihres telephone card sweepstakes devices, deemed unlawiul by the

Bureau, and placed them in & Califorpia cardroom. for use by the public.

£ 1n 1998, the NIGC issued & Notice of Violation to AKA Industries, an entity of
which Respondent Freels was & pri-mci.pal., for maneging gaming operations onl 1eibal lands withaut
NIGC approval. The Notice of Violation was resolved by. confidential settlement agreerent
between the NIGC and AKA Industries.
OTHER MATTERS
12, The parties understand and agree tha facsimile copies of this Stipulated Sertlement ;

and Disciplinary Order, ineluding facsi imile signatures thereto, shall have the same force wnd

effect as the griginals.
ORDER
Ia cons:dora.uon of the forepeing agreements, ad_mz ssions and thuxmoms thc parties agree
that t'beCommxsszon mey issus and enter the following Okde’"
1T 18 LIERERY ORDERED thal Respondents will be issued @ conditional finding of
snitability, beginning on 1&*9 eﬁ setive date of this Stipulation, Decision & aind Order and subject 10
the following terms and gonditions:

1. The conditional finding of suitability shall be effective for four (4) years, beginning

on (he effective date of this Stipulaton. and the terms and conditions herein shall be placed upon
the finding of ‘!”11"!1’)1111\ gmd. any permit, Heense, approvel or rog istration issued by the
Conunigsion as a resL_l:..

2. Respondents may vonduct business us 2 Gaming Resource Supplier in California b

their authority 1o scll, lease or ntherwise engage in the offer for operstion of gambling devices in

3 e, :
— ' . " i
Stipulated Setitement, Decision and Ouder { DECHIE01) |

o
m
o
[02]
-
o
]
&3]
ot
o

4800 Mg NOL3INNBd Ldg

x-
N
Q
-t
o
44
«©
-t
»n
L]
=



¢-d

I~ (V%) -2

N

6

Lo~

L

A#]

i)

e
3

ik
L2

.

T2
—

(2) vears from the effective dme of this Stipulation, consistent wilh the biennial compliance

Califormia is Himited 10 business with the C.hic}isn Rznch Rancheria of Me-Wulk Indians, pursuant
1o the terms of that Tribe’s class 11 gaming compacet with the State of California (1999 Tribal-
Siate Compuact).

3. Respondents® conditional finding of suitability shall be subject to Tenewal every 1w

/

review required by the 1 999 Tribal-State Lompact,
4. Respondents shall report 10 the Byreau any and a!l allegations made by any tribal ;
'gamin g agency, tribal gaming operstion or tribal paming .ifhcilit}‘ and by any state or .. erpd
agency of any olation of laws, rules ot regulations against Kevin Freels, New Gaming Systems,
Inc., or any entity of which Respon@.em Freels is a principal, oocursing during the term of the

conditional finding of suitability, within ten (1 10) days of knowledge ¢ of any such aliegation(s).

5. Respondents shall report 10 the Burezn any and all -zxdmmistrat’rve; civil or criminal
pro:,c»dmua filed by ot against Kevin Free ls; New Gaming Systems, Inc., or by or against any
ertity of which Respondent Freeisisa principal, occurring during the term of the égnditinhai
finding of suilability, within ten (UH days of knowledge of am’ such p:.noﬁ:cd'iﬂg(s).

6. Respondenis s‘!w? engage an mdepenaen* acconniant Hoenssd | by the California Board
of Acm\mrancy 1 review New vamng Systems, Inc. 5 anmal ﬁn 1(.}'lal stale snts in accordance
with smndﬁrch for accounting gnd review services and {0 subrmt such arnual reviews to the

?nm,
Bureau within sixty t—éﬁ Joays m” the end of New Ga;mm Sysiems, T’ s Jiscal year for a period
of four (4) vears from the effective date of this Stipulation.

7. Re snoudcms shall submit New Gaming System, Inc.’s accounts payas ahle Journe to ﬂm |

ot

Burexu within sixty (60) days of the end of New Gamting Systems, Inc."s fiscal year {or a pericd

of four (4) vears from the cffective date of fhis Stipulation, which journal shall include 2 listng of
all entities with whem New Gaming Systems, Jnc, has conducted any business

g 1fatany time during the four {4) year erm of the conditional {inding of suitability,
Resporndems Freels or New Gaming Systems, Inc. vivlate the Califomia Gambling Control Act, |
the Bureau’s or Commission's regulations, the 1 090 ’I’ri.béi-Smte Compact or the terms of this
Stipulation, as determined afier o duly noticed hearing, & !s;,;ondemts' conditional finding of

6 (Y

Stipulated Sewlement, Decision and Order (DGCOISN6! |
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Bureau or the Commission any obligation to pursie any such action. Nothing herein shall have

1 Commission’s regulations, the 1999 Tribal-State Compact or the lerms of this Stipulation oceur

Jizense, approval or registration issued as a result, wiil terminate. Howewver, Respondents will !

subtabifity, and any permit, license, approval or regtstration issued as « resuit, shall be revoked.
Nothing herein shall have any impact upen the Bureau’s or the Commission’s discretion w pursue

disciplinary action against Respendents for violation(s) of the California Gambling Control Act,

the Bureau’s or Commission’s regulations, the 1999 Tribal-State Compact or this Stipulation.

oecurring during the werm of Respondents” conditiona) finding of suitability. or impose upow the

any impact upon the Bureaw’s or the C.ozlnmiss ion’s discretion to purspe.disciplinary action
ageinst the conditonal ﬁudiﬁg of suitability, and any permit, license, approval or registration
issued a8 a rcsd‘.L{ for any act or omission not specified in the Bureau’s Yendor Background
Investigation Repoﬁ dated December 31, 2004 (revised September 30, 2603), regardiess of when
it occurred. or impose upon the Bureau or the Cornmission any ubligation 1o pursue any such
action.

9,  Ifno violations of the Dalifornia Gambling Control Act, the Bureat’s or

during the term of Respondems’ cumd..i‘tional finding of suitability, as derermined after a duly
noticed hegring, none of the facts alleged inthe Statemment.of Issues or any admissions made
erein Tosy be used by the Bureau o recommend denial of any subsequers: appiication, including:
any renewsl amﬁlicaii.oﬁ, submitied by Kevin Froels, New Gaming Systesns, Inc. or by amy cotity
in wlich Respondent Freels iswa principal, or lo f))_\rsue disciplinary sctiosn againgt same.
10, Ifuo violations of the California Greunbling Control Act, the Burem’s or
Commission’s regulations, the 1999 ’i‘ribal-Statt Compaet or the terms of this Stipulation ocour

during the term of Respondents’ conditional finding of suitability, as determined afier & duly

noticed hearing, the conditions imposed upon Respondents’ finding of sujtability, and any permil. |

continnz to be subjesl to any and.all laws, rules and reguiations applicalie to any non-conditional '!
finding of svitability, permil, license, apprﬁvai or registation,

11 Respondénts will be responsible for paying cosls incurred by the Bursau in the ,
amount of $300,000. Half of these costs (31 S0,0GO) will be due within ten {10} days of the

! ' i

Stipuiaied Seitlement, Decision ang Order (DGO 0
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e”}eulx ¢ date of this Stipulation. The remaining b

violations ol the California G

1990 Tribal-Suare Compact or3
eonditional fnding, of suitability

is found. the previoesty wajved portion of the

1 havn careful v read the above Stipulated

discussed xtvmh my aiterney,

ACCEPTANCE

Tohn P. Panneton. | understand this Stipufation and the effeo

alf of these costs will be Wm\/cd iFne

fine will immediatety be due and payable.

ambling Comrrol Act, the Burea’s or Commission's regulations, the :
he terms of this Stipulation oceur during the rerm of Respondents”

1, as determined afier a duly noticed hearing. If any such violation |

Setflement, Decision and Order and have fully

i

will have on the conditional finding of suitability and any permit, license, approval or registration

issu,ed ag 2 result, | enter into this Stipulation voluntarily, knowingly,

1o be bownd by the Order of the Conumission.

Dated: May 1§ . 2010

}\_E{r ‘r'ﬂ' REELG T

“
W

H

and intelligently, and agree

For Himself lndi v:Lmalh and as President of
New Garming Systems, ine., Respondents

ENDORSEMENT

1 have read and fully discussed with Respondents the terres and cmdxivms zmd other

matters contained in the above Stipulated Settiement, Decision and OGrader.

conwent.

Daed: May[§ 2010

Dated: May __, 2010

N e

JOEN P ”ANT\FTON I%Q

Anomey for Respondents

COMPLAINANT'S ACCEPTANCE

JACOB A, A*’?LLSIVTITH rSQ
Chief, Bureau of Gambling Conwal, Complainant

8
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affective date of this Stipulation. The remaining half of these costs will be waived ifno

violations of the Caii‘fvmiﬁ Gambling Control Act, the Bureaw’s or Commission’s regulations, the .

1999 Tribai-Btate Compact orthe terms of this Stipulation cceur during the wrm of Respondents’

conditional finding of suitab'ility, as deicmuned after a duly noticed hearing. If zny such violation |
is found, the previously waived portion of the fine will immediately be au.e and payable.,
| ACCEPTANCE |
~ { have carefully read the above Stipulated Settlement, Decision and Order and have fully.
discussed it with my attorney, John P. Panneton. 1 undersiand this Stipulation »an.c'l the effect it

wilt have on the conditional finding of suitability and any permit, Heense, approval or registration

‘issued as a result. 1 enter info this Stipulation volumtarily, knowingly, and intelligently, and agree

to be bound by the Order of the Commission.
Dated: May 1% , 2010

4
/é"k i)"v"\ "} \J‘\} I‘

KEVIN FREELS

For Himself Individually end as President of
" New Ganhing Systems, Inc., Responderts

ENDORSEMENT

[ have read and fully discussed with Respondents the temns and conditions and otber
matters contained in the abovs Stipulated Settlement, Decision and Order. 1 approve its form and i
conteat.

Dated: May/5.. 2010

iz

- / .
TOEIN V. PANNETON, ESQ-
Astorpey for Respondents

COMPLAINANT'S »&CC FT.-‘%}“JCE

— e e .
, (z/ : ’r' g “"f Y -
Dated: May 42, 2019 ) s i //
/ ; f)‘// j,.‘ ;“; / .»/‘q e
/% &P?EL?}/?M’H ESQ.
/ Chief, mpaLyof.ﬁmﬁbl ng Control, Complainant
./ / v
4 : i
3 \,21

Stipulated Settlement, Decision znd Order (DGCO15001) |




G1-

> 23]

tn

6

The fors

Against Kevin Free

Dated:

The foregoing Stipulated Se
- for consideration by the California Gam bling Control Commission.

Dated: May ‘1:} 2010

DGCOTS001, QAH Case Ne 2009090804, inciuding all aftached exhibits, is hershy adopted as
the final Decision and Qrder of the
the date of its execution by the Commissio

1T 18 SO ORDERED.

2019

ving Stipulatsd Sett sment of the parties *In the Matier of the Statement of Issues

14 Yew Gaming Systems, Inc..” Bureg of Gambling Control Case No.

ENDORSEMENT

ttlement, Decision and Order is hereby respecifully submitied

EDMUND G. BROWN JR.
Attorney General of the $tate of California

T, MG y
Deputy Attorney General
Atlorneys for Complainant

DECISION ANXB DRDER

alifornia Gambling Control GCommission, and is effective on

C By
DEAN SHELTON, CHATRMAN
Califormia Gambling Control € mmission

9
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DECISION AND ORDER

DECISION AND ORDER OF THE COMMISSION:

The foregoing Stipulation has been adopted by a majority vote of the
Commission as its final decision and order in this matter and is effective upon execution
below by the Commission members.

1T 1S SO ORDERED

Dated: . Y-29-11 Signature: ’k@,&,ﬂ‘m %VVMQN

Stephani& Shimazu, Acting Chéirperson

Dated: (4 /X‘g/go L | Signature: %@W W

Tiffary E. @Hklin, Commissioner

Dated: Lf/a:? ‘ 20 1] Signature: | Qw

lAureh Hammond, Commissioner




